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Highlights 
of 1971 




1971 


1970 

Sales. 

.... $685,523,005 

$629,770,622 

Income Before Taxes. 

.... $ 

15,232,226 

$ 

14,345,366 

Income Taxes. 

.... $ 

7,174,100 

$ 

6,686,300 

Net Income. 

.... $ 

8,058,126 

$ 

7,659,066 

Net Income Per Common Share . . . 

.... $ 

1.91 

$ 

1.90 


Average Number of 

Common Shares Outstanding. 4,197,217 3,997,240 
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President's Letter 



In 1971, Cook United, Inc. celebrated its 50th anniversary by posting record sales and improved earnings. Sales for the year 
were $685,523,005 compared with $629,770,622 for 1970. Net income foi 1971 was $8,058,126, or $1.91 per common 
share, as compared with $7,659,066, or $1.90 per common share in 1970. The results for 1971 embrace a 52 week period, 
compared to 53 weeks in the previous year. 

Our Supermarket Division continued to contribute a higher percentage (47%) of the Company’s sales than any other 
division. We are continuing our program of remodeling and renewing our food stores, and look to continued growth in this 
division despite the severe price competition we have been experiencing in the Greater Cleveland market. 

We were gratified with the results of the Discount Department Store Division in 1971. Many of the external forces 
which adversely affected our business in 1970 such as strikes and the economic recession have abated. The corrective steps 
we took internally with respect to controls and security, along with intensified promotions, remodeling and equipping many 
stores, helped increase sales and profits in this Division. The Division accounted for 44% of the Company’s sales. 

Our Wholesale Distribution Division continues to grow. Total sales for the Division exceeded $70,000,000 for the year. 
Over 50% of these sales were to the public with the balance to Company owned stores. In the years ahead, we are confident 
that this Division will assume increasing importance to the Company’s total success. 

Our financial condition remains strong and was aided last September by the sale of 500,000 Common Shares to the 
public, from which we realized proceeds in excess of 12 million dollars. We also restructured a revolving term-credit agree¬ 
ment with a group of banks, which permitted us to increase our borrowings thereunder from 18 to 25 million dollars. These 
sources of cash, together with a sale and leaseback of one store property, permit us to continue our program of perpetually 
renewing our stores through remodeling and to plan additional stores. These plans are discussed elsewhere in this report. 

At the end of 1971, Mr. John S. Rini retired as Vice President-Supermarket Operations after more than 30 years of 
invaluable service to the Company. Mr. Rini has agreed to continue to serve as a member of the Board of Directors and as 
an advisor to the Company. The Company welcomed Messrs. Daniel B. Freedman, Walter R. Schaub, and James William¬ 
son, Jr. to the Board of Directors in 1971. Mr. Freedman,,son of the Company’s founder, is President of Oil International 
Labs, Inc.; Mr. Schaub is Chairman of the Board and President of Scot Lad Foods, Inc.; and Mr. Williamson is the Com¬ 
pany’s Vice President-Finance. We are sure that each will make important contributions to our Company. 

During the year just ended, we have tried to the fullest extent we are capable to act with regard to social and ecological 
problems facing the areas we serve. For example, we eliminated the sale of hand-guns in our discount department stores; we 
expanded our program for recycling cardboard and paper waste, begun many years ago; and we encouraged the use of low- 
phosphate, biodegradable detergents by our customers. We also spearheaded a plan to provide welfare recipients in Greater 
Cleveland with photo-identification cards to facilitate check cashing. This program has been well accepted and continues to 
grow. 

We go into 1972 with a great deal of confidence that the upturn will continue which should contribute to our ability 
to increase both sales and profits. 

We are grateful to our shareholders, employees and customers for the confidence they continue to show in our Com¬ 
pany. All may be assured that we will continue our efforts to merit their confidence. 


Sincerely, 

** Roy B. Miner, President 












Review and Preview of Operations 



The Supermarket Division increased its sales in 1971 
to $319,014,128 from $303,149,582 for the prior 
year. At years’ end the Division operated 78 super¬ 
markets, compared with 76 in 1970. 

During 1971, one store in the Cleveland area was 
replaced by a larger store built adjacent to a new 
Uncle Bill’s store; one was opened as a department 
in the new Ontario store in suburban St. Louis; the 
Division commenced operating two supermarket de¬ 
partments in conjunction with discount department 
stores operated by others in Louisville, Kentucky and 
Clarksville, Indiana; and one small store was closed 
at the expiration of its lease. 

Four stores are scheduled to open in 1972. Two 
of these will replace existing stores in the Cleveland 
area. An extensive remodeling program is also 
planned for 1972, principally for Cleveland stores. 

During 1971, the Dinner Bell Meat plant in 
Cleveland began operations. This plant, a joint ven¬ 
ture with Dinner Bell Foods, Inc., is supplying the 
beef requirements of our Pick-N-Pay Supermarkets 
and the Dinner Bell Foods, Inc. customers in North¬ 
eastern Ohio. This operation permits economies of 
labor in our stores through more efficient deliveries 
of meat which has been processed into cuts easily 
handled at store level. 

The Dinner Bell Meat Plant will, in a short time, 
be able to supply portion control cuts and other meat 
products to institutional consumers. 

Cook’s Discount Department Store Division in¬ 
creased its sales 14% to $301,600,000 from 
$265,000,000 for the prior year. This increase was 
accompanied by an increase in profit margins. The 
Division operated 96 stores at the end of the year 


compared to 94 at the end of 1970. New stores were 
opened in 1971 in Cleveland, St. Louis and Lexing¬ 
ton, Kentucky. A .small store- in Massachusetts was 
closed. Up to seven new stores are planned to open 
in 1972. Another store will be added in each of the 
following cities bringing the total to three in Balti¬ 
more; five in Cincinnati; and two stores each in 
Tampa, Florida and Greensboro, North Carolina. A 
new store will also open in Savannah, Georgia. The 
total area of these stores will range from 93,000 
square feet to 100,000 square feet. 

In addition to opening new stores in 1971, the 
Division substantially remodeled eight stores and it 
plans major remodeling of seven stores in 1972, 
along with numerous other minor remodelings. There 
were major appliance departments added in six stores 
bringing the total to 28. Six such departments will 
be added in 1972. Nineteen of the stores have snack 
bars and this number will increase to from 30 to 35 
during 1972. 

This Division currently operates eleven discount 
gasoline stations on Company stores’ premises. These 
stations have served as traffic builders as well as good 
contributors to profit. Eleven more such stations are 
planned to open in 1972. 

The Discount Division accomplished many admin¬ 
istrative and accounting changes in the past year that 
provided for better over-all operations and controls. 
Although the Division’s policy of featuring National 
Brands has not changed, the merchandising depart¬ 
ments have expanded the lines of private label mer¬ 
chandise. The Company’s wholesale companies be¬ 
gan to supply more of our discount stores, thereby en¬ 
hancing the total profit potential. 




















Distrito^ion 




Stem Distributing Company; Leon Supply Co.; 
National Merchandising Service Co.; National Sol¬ 
vent; Mid-West Paper Products Co.; Oscar Robbins 
Co.; Sof-Glo Candle Co.; and now Future-Pak, Inc. 
are the companies that comprise the Wholesale Dis¬ 
tribution Division. 

Stem has developed into the largest supplier of 
hardgoods to discount department stores in the coun¬ 
try. This development was the result of careful plan¬ 
ning by a management that is dedicated to provide 
the best products available along with services not 
offered by others in the field. Because of the wide va¬ 
riety of lines Stem carries and because of the wide 
geographical area it serves, the sales organization of 
Stem can, through a judicious use of computer pro¬ 
grams, provide its customers with: fast delivery of 
merchandise with a low level of out-of-stocks; cus¬ 
tomized billing procedures to fit customers’ needs; 
retail price stickers in a form more usuable than pro¬ 
vided by other wholesalers; and information about 
sales trends throughout the country. 

National Solvent Corp. (NASCO) during 1971, 
began a filling and packaging operation in Santa Fe, 
California, to service the Western states with a full 
line of solvents. NASCO is using an excellent modern 
facility of Ashland Chemical Company for this op¬ 
eration. NASCO has recently acquired a larger plant 
in Northeastern Ohio from which it will be able to 
provide expanded services to an increasing number 
of customers. 

National Merchandising Service has continued to 
expand its wholesale services to others while adding 
33 of the Company’s stores to the list it previously 
served. 

Mid-West achieved an increase in both sales and 


margins in 1971. As the economy, especially in the 
auto industry, continues to improve, we expect Mid- 
West sales will make further gains. 

Leon Supply Company increased the number of the 
Company’s discount stores that it services. Leon’s 
personnel also have helped train retail store em¬ 
ployees in better merchandising techniques in the 
plumbing and electrical departments. 

Future-Pak is a new operation designed to pack¬ 
age hardgoods items on cards so that they may be 
displayed on pegboards in the retail stores. There is 
a great potential for expanding the number of lines 
of merchandise that will be packaged in this manner. 

The other component companies in this Division 
also posted increases in both sales and earnings in 
1971 compared to 1970. 

The Drug Division increased its sales and earn¬ 
ings in 1971 and operated 24 stores and three pre¬ 
scription departments at the end of the year. A short¬ 
age of Pharmacists continues to deter expansion in 
the retail market. The Division has increased the 
number of the Company’s retail stores it serves from 
its central warehouse. This Division opened seven 
J. P. Snodgrass stores in 1971 to serve the ever-grow¬ 
ing youth and young adult market. These stores sell 
"britches”, shirts, belts, posters, phonograph records 
and other accessories. It is planned that the number 
of Snodgrass stores will double in 1972. 

We believe that the year under review has dem¬ 
onstrated the basic soundness of the merchandising 
"mix” and balance achieved by Cook United, Inc. 
Our emphasis during the year under review, and 
our plans for 1972, is to concentrate on those mer¬ 
chandising areas which hold the greatest potential 
for growth both in sales and earnings. 
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10 Year Comparative Record 



1971 

1970(1) 

1969 

OPERATING RESULTS 




Sales. 

$685,523,005 

$629,770,622 

$552,267,668 

Income from Operations before Depreciation. 

26,690,848 

25,318,864 

28,067,923 

Depreciation. 

7,047,697 

6,109,316 

4,940,826 

Income from Operations. 

19,643,151 

19,209,548 

23,127,097 

Interest Expense. 

4,410,925 

4,864,182 

3,225,644 

Income before Income Taxes. 

15,232,226 

14,345,366 

19,901,453 

Income Taxes. 

7,174,100 

6,686,300 

9,779,300 

Net Income. 

8,058,126 

7,659,066 

10,122,153 

Net Income per Common Share. 

1.91 

1.90 

2.62 

OTHER FINANCIAL AND STATISTICAL INFORMATION AT YEAR END: 



Average Number of Common Shares Outstanding .... 

4,197,217 

3,997,240 

3,85(5,830 

Common Shareholders’ Equity per Share. 

18.87 

15.17 

13.86 

Number of Common Shareholders. 

6,284 

6,325 

6,420 

Number of Employees. 

15,000 

14,000 

13,000 

Number of Supermarkets. 

78 

76 

74 

Number of Discount Department Stores. 

96 

94 

85 

Number of Home Service Routes. 

177 

186 

209 

Number of Drug Stores. 

27 

24 

23 

Number of Gasoline Stations. 

11 

8 


Number of J. P. Snodgrass Stores. 

7 




(1) 33 weeks — all other years 32 weeks. 

Per share figures are computed after deducting preferred dividend requirements and are based on the average number of shares out¬ 
standing during each period after giving effect to the 100% share distribution made on May 13, 1968, stock dividends, and, where 
applicable, shares issued in connection with acquisitions of companies acocunted for as poolings of interest. 
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1968 

1967 

1966 

1965 

1964(1) 

1963 

1962 

$443,857,877 

$386,917,729 

$338,603,928 

$279,211,020 

$236,608,395 

$185,070,337 

$154,567,431 

22,943,692 

17,937,469 

15,959,048 

13,173,468 

11,053,380 

8,947,057 

6,888,952 

4,257,376 

3,804,992 

3,260,446 

2,686,292 

2,324,447 

1,958,037 

1,813,982 

18,686,316 

14,132,477 

12,698,602 

10,487,176 

8,728,933 

6,989,020 

5,074,970 

1,855,527 

1,596,926 

1,312,571 

968,625 

740,931 

627,015 

593,599 

16,830,789 

12,535,551 

11,386,031 

9,518,551 

7,988,002 

6,362,005 

4,481,371 

8,327,000 

5,659,250 

5,414,669 

4,557,350 

3,931,000 

3,285,842 

2,272,000 

8,503,789 

6,876,301 

5,971,362 

4,961,201 

4,057,002 

3,076,163 

2,209,371 

2.26 

1.86 

1.57 

1.34 

1.07 

.77 

.53 


3,742,824 

3,674,661 

3,761,193 

3,714,716 

3,806,698 

4,018,733 

4,167,031 

11.74 

9.50 

7.27 

6.32 

5.34 

4.58 

3.97 

6,738 

4,495 

4,672 

4,751 

4,647 

3,703 

3,872 

11,900 

7,900 

7,700 

6,000 

5,000 

4,700 

4,200 

73 

72 

68 

63 

60 

57 

52 

75 

26 

25 

19 

18 

18 

12 

259 

388 

474 

532 

626 

628 

668 

23 

6 

5 
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Statements of 

Consolidated Income 

Fiscal years ended January 1,1972, and January 2,1971 




1971 

1970 

Net sales. 


$685,523,005 

$629,770,622 

Leased department and other income .... 


3,880,015 

2,981,130 



689,403,020 

632,751,752 

Costs and expenses: 




Cost of merchandise sold. 


523,822,674 

482,693,645 

Selling, administrative and general expenses . 


145,937,195 

130,848,559 

Interest expense. 


4,410,925 

4,864,182 



674,170,794 

618,406,386 

INCOME BEFORE INCOME TAXES 

15,232,226 

14,345,366 

Income taxes—Note C. 


7,174,100 

6,686,300 


NET INCOME 

$ 8,058,126 

$ 7,659,066 

Net income per Common Share—Note I: 




Primary. 


$ 1.91 

$ 1.90 

Fully diluted. 


1.81 

1.80 

See notes to consolidated financial statements. 





Accountants’ Report 

Shareholders 
Cook United, Inc. 

Cleveland, Ohio 


We have examined the statements of consolidated financial condition of Cook United, Inc. and subsidiaries as of 
January 1, 1972 and January 2, 1971, and the related statements of consolidated income, shareholders’ equity and 
changes in financial position for the fiscal years then ended. Our examinations were made in accordance with gen¬ 
erally accepted auditing standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


In our opinion, the aforementioned financial statements present fairly the consolidated financial position of 
Cook United, Inc. and subsidiaries at January 1, 1972 and January 2, 1971, and the consolidated results of their op¬ 
erations and changes in shareholders’ equity and financial position for the fiscal years then ended, in conformity with 
generally accepted accounting principles applied on a consistent basis. 


Cleveland, Ohio 
February 17, 1972 
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Statements of 

Consolidated Shareholders’ Equity 

Fiscal years ended January 1,1972, and January 2,1971 



CAPITAL 

SHARES 

CAPITAL IN 
EXCESS OF 

PAR VALUE 

RETAINED 

EARNINGS 

COST OF 
COMMON 
SHARES IN 
TREASURY 

TOTAL 

Balance at December 28, 1969 . . . 

$4,045,905 

$15,369,185 

$35,180,358 

$(383,450) 

$54,211,998 

Adjustment resulting from pooling 
of interests. 

58,333 

(38,333) 

144,121 


164,121 

Net income. 



7,659,066 


7,659,066 

Dividends: 






Preferred — $2.25 a share . . . . 



(50,017) 


(50,017) 

Common — $.50 a share . . . . 



(1,969,525) 


(1,969,525) 

Sale of 60,687 Common Shares 

under options. 

60,687 

816,190 



876,877 

Market value of 15,600 Common 
Shares issued in purchase 
of a company. 

15,600 

585,000 



600,600 

Issuance of warrants to purchase 
Common Shares — Note H . . . 


128,380 



128,380 

BALANCE AT JANUARY 2, 1971 

4,180,525 

16,860,422 

40,964,003 

(383,450) 

61,621,500 

Net income. 



8,058,126 


8,058,126 

Dividends: 






Preferred — $2.25 a share . . . . 



(57,481) 


(57,481) 

Common — $.50 a share . . . . 



(2,068,475) 


(2,068,475) 

Sale of 500,000 Common 

Shares to public.. 

500,000 

11,650,317 



12,150,317 

Sale of 44,246 Common 

Shares under options. 

44,246 

604,695 



648,941 

BALANCE AT JANUARY 1,1972 $4,724,771 

$29,115,434 

$46,896,173 

$(383,450) 

$80,352,928 


See notes to consolidated financial statements. 
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Statements of 

Consolidated Financial Condition 


ASSETS 

JANUARY 1 

1972 

JANUARY 2 
1971 

CURRENT ASSETS 



Cash. 

$ 14,772,410 

$ 12,175,257 

Accounts receivable, less allowance of $902,000 (1970 — $899,000) 

10,830,186 

10,408,734 

Inventories — at lower of cost (generally first-in, first-out) or market 

102,421,305 

91,849,814 

Prepaid expenses. 

3,861,084 

3,196,755 

TOTAL CURRENT ASSETS 

131,884,985 

117,630,560 

PROPERTY, PLANT AND EQUIPMENT — on the basis of cost 



Land. 

9,826,612 

7,759,580 

Buildings. 

17,456,866 

14,074,704 

Furniture, fixtures and equipment. 

48,744,302 

44,808,854 

Leasehold improvements. 

15,673,980 

13,773,664 


91,701,760 

80,416,802 

Less accumulated depreciation and amortization. 

32,356,527 

26,813,050 


59,345,233 

53,603,752 

OTHER ASSETS. 

1,315,236 

1,991,051 

COST OF BUSINESSES IN EXCESS OF 

NET ASSETS ACQUIRED — Note B. 

14,307,672 

14,307,672 


$206,853,126 

$187,533,035 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 1972 

CURRENT LIABILITIES 

Notes payable to banks and others. $ 1,470,137 

Trade accounts payable. 49,368,970 

Salaries and wages. 1,821,676 

State and local taxes. 4,074,012 

Federal income taxes — Note C. 2,118,395 

Current portion of notes payable. 4,542,755 

TOTAL CURRENT LIABILITIES 63,395,945 

NOTES PAYABLE — Note D. 38,365,744 

DEFERRED FEDERAL INCOME TAXES. 3,242,330 

RETIREMENT BENEFITS — Note E. 1,546,179 

51/2% CONVERTIBLE SUBORDINATED DEBENTURES — Note F 19,950,000 

SHAREHOLDERS’ EQUITY — Notes D, G, and H 
Capital shares: 

$2.25 Preferred. 150,702 

Common, $ 1 par value. 4,574,069 

4,724,771 

Capital in excess of par value. 29,115,434 

Retained earnings. 46,896,173 

80,736,378 

Less cost of Common Shares in treasury. 383,450 

80,352,928 


$206,853,126 


See notes to consolidated financial statements. 


JANUARY 2 

1971 


$ 3,824,898 
51,368,454 
1,577,686 
3,910,572 
1,715,141 
3,619,212 
66,015,963 

35,518,029 

3,081,850 

1,345,693 

19,950,000 

150,702 

4,029,823 

4,180,525 

16,860,422 

40,964,003 

62,004,950 

383,450 

61,621,500 

$187,533,035 
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Statements of 

Changes In Consolidated Financial Position 

Fiscal years ended January 1,1972, and January 2,1971 


SOURCE OF FUNDS 
From operations: 

Net income. 

Items not requiring use of funds: 

Depreciation (principally straight-line method). 

Deferred federal income taxes. 

Retirement benefits. 

TOTAL FROM OPERATIONS 

Proceeds from properties sold and leased back. 

Notes payable. 

Sale of Common Shares to public. 

Market value of Common Shares issued in purchase of a company . 

Proceeds from sale of Common Shares under options. 

Other — net. 


USE OF FUNDS 

Dividends. 

Additions to property, plant and equipment. 

Purchase of companies (less working capital of such companies) . . 

Payments on notes payable. 

Other — net. 

Working capital. 


CHANGES IN COMPONENTS OF WORKING CAPITAL 
Increase in current assets: 

ash. 

Accounts receivable. 

Inventories. 

Prepaid expense. 

Increase (decrease) in current liabilities: 

Notes payable to banks and others. 

Trade accounts payable. 

Salaries and wages. 

State and local taxes. 

Federal income taxes. 

Current portion of notes payable. 

INCREASE IN WORKING CAPITAL 


1971 

1970 

$ 8,058,126 

$ 7,659,066 

7,047,697 

6,109,316 

160,480 

2,590 

200,486 

177,951 

15,466,789 

13,948,923 

2,725,000 

23,400,000 

8,150,700 

5,225,000 

12,150,317 

—0— 

—0— 

600,600 

648,941 

876,877 

2,187,048 

—0— 

$ 41,328,795 

$ 44,051,400 

$ 2,125,956 

$ 2,019,542 

17,025,411 

26,232,761 

—0— 

398,645 

5,302,985 

5,649,288 

—0— 

1,717,751 

16,874,443 

8,033,413 

$ 41,328,795 

$ 44,051,400 

$ 2,597,153 

$ 1,619,717 

421,452 

292,073 

10,571,491 

12,725,892 

664,329 

554,014 

14,254,425 

15,191,696 

(2,354,761) 

3,016,901 

(1,999,484) 

9,268,795 

243,990 

(51,802) 

163,440 

26,871 

403,254 

(4,419,511) 

923,543 

(682,971) 

(2,620,018) 

7,158,283 

$ 16,874,443 

$ 8,033,413 


See notes to consolidated financial statements. 
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Notes To Consolidated Financial Statements 

Cook United, Inc. and Subsidiaries 

Fiscal years ended January 1, 1972 and January 2, 1971 


NOTE A —PRINCIPLES OF CONSOLIDATION 
The accounts of the Company and all of its subsidiaries 
have been included in the consolidated financial statements. 
Intercompany transactions and intercompany profits in in¬ 
ventory have been eliminated. 

During 1971, the Company acquired a business for 58,333 
Common Shares in a transaction accounted for as a pooling 
of interests. Accordingly, the financial statements for 1970 
have been restated to include the accounts of the pooled 
company. During 1970, the Company purchased two busi¬ 
nesses for $990,000 and 15,600 Common Shares. Operations 
of these purchased businesses are included in the statement 
of consolidated income from the respective dates of acquisi¬ 
tion. 

NOTE B — COST OF BUSINESSES IN EXCESS OF 
NET ASSETS ACQUIRED 

The cost of businesses in excess of net assets acquired 
is not being amortized because in the opinion of manage¬ 
ment there has been no decrease in value. 

NOTE C —INCOME TAXES 
The provisions for income taxes for 1971 and 1970 in¬ 
clude reductions for tax credits of approximately $320,000 
and $1,660,000, respectively, arising from loss carryovers 
and carrybacks of certain subsidiaries. Future tax benefits 
arising from loss carryovers (approximately $1,090,000 and 
$970,000 at January 1, 1972 and January 2, 1971, respec¬ 
tively) are included on the balance sheet as a reduction of 
income taxes currently payable. 

The Company accounts for the investment tax credit 
allowable under the Revenue Act of 1971 by the flow¬ 
through method. The investment tax credit is not material. 


NOTE D —NOTES PAYABLE 

JAN. 1,1972 

JAN. 2,1971 

5% to a bank due in quarterly in¬ 
stallments of $175,000 to De¬ 
cember 30, 1974 . 

$ 2,100,000 

$ 2,800,000 

To banks under revolving credit 
agreement, interest at Va% over 
prime . 

25,000,000 

18,000,000 

5 Va % to an insurance company due 
in semiannual installments of 
$300,000 to April 2, 1976, with 
balance due October 2, 1976 .... 

4,100,000 

4,700,000 

9Yl% due in 1972 . 

1,500,000 

3,000,000 

7% due in monthly installments to 
October 1, 1974 ($115,806 and 
$107,871 due in 1972 and 1971, 
respectively) . 

1,387,410 

1,495,410 


Secured by mortgages on various 
premises, interest from 4Vi% to 
9% (installments payable in 
1972 and 1971 aggregate 
$1,626,949 and $711,341, respec¬ 
tively) . 8,821,089 9,141,831 


Less current portion . 

42,908,499 
. 4,542,755 

39,138,241 

3,619,212 


$38,365,744 

$35,518,029 


Any borrowings outstanding on October 15, 1973, under 
the $25,000,000 revolving credit agreement with banks, may 
be converted 20% into a one-year term loan (interest Va% 
over prime) payable in four quarterly installments commenc¬ 
ing January 15, 1974; and 80% into a five-year term loan 
(interest Vi% over prime) payable in 16 quarterly install¬ 
ments commencing January 15, 1975. 

Certain of the restrictive covenants of the loan agreements 
pertain to the maintenance of consolidated working capital 
and limit the amount of cash distributions to shareholders. 
Retained earnings free of such restrictions approximated 
$20,200,000 at January 1, 1972. 

NOTE E —RETIREMENT INCOME AND PROFIT 
SHARING PLANS 

The Company has several pension and profit sharing plans 
which cover certain employees. Total expense for 1971 was 
approximately $380,000 ($316,000 in 1970) which includes 
amortization of prior service costs. Retirement benefit ac¬ 
cruals are not funded. 

NOTE F — 5V^% CONVERTIBLE SUBORDINATED 
DEBENTURES 

Convertible debentures amounting to $1,250,000 and 
$18,700,000 are due principally in 1984 and 1993, respec¬ 
tively, and are convertible into Common Shares at $47.50 
and $38.91 per share. 

NOTE G —CAPITAL SHARES 

Authorized capital shares consist of 1,000,000 no par 
serial preferred shares, 1,800,000 shares of $1.70 no par con¬ 
vertible preferred shares (none issued) and 20,000,000 Com¬ 
mon Shares, $1.00 par value. 

The serial preferred shares, entitled to one-fifth vote, have 
certain preferences as to cumulative dividends and liquidat¬ 
ing distributions. Designated as $2.25 Convertible Preferred 
Shares, Series A, are 45,000 shares of which 25,547 and 
22,230 were outstanding at January 1, 1972 and January 2, 
1971, respectively. Each of these shares may be converted, 
subject to certain adjustments, into two Common Shares 
and is entitled to $45.00 a share upon redemption or in 
liquidation (aggregate amount $1,149,615 and $1,000,350 
at January 1, 1972 and January 2, 1971, respectively). In 
connection with a prior acquisition, 3,317 and 3,231 shares 
were issued during 1971 and 1970, respectively, and up to 
12,336 shares are contingently issuable based on earnings 
of the acquired company. 

At January 1, 1972,4,564,669 Common Shares (4,020,423 
at January 2, 1971) were outstanding after deducting 9,400 
shares in treasury. There were 860,634 Common Shares re¬ 
served for conversion of debentures and serial preferred 
shares and exercise of stock options and warrants. 

NOTE H —STOCK OPTIONS AND WARRANTS 

Under the Company’s stock option plans, options may be 
granted to key employees to purchase Common Shares at not 
less than the market price of the shares at date of grant. Op¬ 
tions expire five years after date of grant. At January 1, 
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1972 and January 2, 1971, options for 52,910 shares and 
61,463 shares, respectively, were exercisable and at January 
1, 1972, 93,060 Common Shares were reserved for future 


grants. Changes in options during 1971 and 1970 were as 

follows: 

NUMBER 



OF 

AGGREGATE 


SHARES 

PRICE 

Balance at December 28, 1969 . 

... 219,103 

$5,379,885 

Granted . 

.... 13,300 

363,762 

Exercised . 

.... (60,687) 

(876,877) 

Canceled . 

. (12,530) 

(362,801) 

Balance at January 2, 1971 . 

... 159,186 

4,503,969 

Granted . 

... 14,600 

388,450 

Exercised . 

.... (44,246) 

(648,941) 

Canceled . 

. (11,891) 

(380,112) 

Balance at January 1, 1972 . 

... 117,649* 

$3,863,366 


•During 1971, the Company also granted options for 21,970 
shares at $19.00 per share, to certain optionees holding options 
for an equal number of shares at $27.12 to $44.12 per share. The 
lower priced options are not exercisable until the previously granted 


TRANSFER AGENTS 

The Cleveland Trust Company 

Cleveland, Ohio 
Bankers Trust Company 

New York, New York 


REGISTRARS 

Central National Bank of Cleveland 
Morgan Guaranty Trust Company 
of New York 


AUDITORS 

Ernst & Ernst Cleveland, Ohio 


higher-priced options have expired, and to the extent the higher 
priced options are exercised, the number of shares subject to the 
lower-priced options will be correspondingly reduced. 

Warrants to purchase 67,248 Common Shares of the Com¬ 
pany at $40.09 per share until December 31, 1974, and 
$42.95 per share thereafter are outstanding. The warrants 
expire December 31, 1979. 

NOTE I —NET INCOME PER COMMON SHARE 

Primary net income per Common Share has been com¬ 
puted after deducting preferred dividends and is based on 
the average number of shares outstanding. Fully diluted net 
income per Common Share has been computed assuming the 
conversion of debentures and preferred shares and exercise 
of stock options (having a diluting effect) with the proceeds 
from options used to purchase Common Shares of the 
Company. 

NOTE J —LEASES 

Leases of real and personal property require minimum 
annual rentals of approximately $14,000,000, and certain of 
these leases provide for additional rentals based on sales. 


General Offices 

16501 Rockside Road, Maple Heights, Ohio 44137 
Telephone: (216) 475-1000 
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Directors 


Daniel B. Freedman 

President, 0. 1. International Labs. Inc. 

Joseph H. Jackier 

Partner of Friedman, Meyers & Keys, 
Attorneys, Detroit, Michigan 

William Landau 

President, M. N. Landau Stores, 

Inc., Subsidiary of Cook 

Herbert F. McVay 

formerly Vice President — Finance, 
now Financial Consultant 

Roy B. Miner 

President and Chief Executive Officer 

John S. Rini 

Vice President — Supermarket Division 

Walter R. Schaub 

Chairman of the Board and 
President of 
Scot Lad Foods, Inc. 

Allan K. Shaw 

Executive Vice President 
The Cleveland Trust Company 

James Williamson, Jr. 

Vice President — Finance 
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Officers 

Roy B. Miner 

President and Chief Executive Officer 

James Williamson, Jr. 

Vice President — Finance 

Joseph Buscemi 

Vice President — Meat Operations 

Gilbert Green 

Vice President — Wholesale Distribution 

Charles G. Roth 

Vice President — Route Division 

Eugene Schwarz 
Vice President — Drug Stores 

Fred R. Silverstein 

Vice President — Discount Department 
Store Division 

John F. Strong 

Vice President — Engineering 

John E. Wade 

Secretary 

Ralph R. Luffler 

Treasurer 

Marinus Hazen 

Controller 

Mae Hoffman 

Assistant Secretary 

Frank E. Eschbacher 
Assistant Treasurer 

James Richmond 

Assistant Treasurer 
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